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We denne t "pii^g introst kw'^ activity ^ an ^tivity Ihtf (1) is usddrukefl by an orpnizaticNi 
m tJit vorunttfy, nen^f itai^tof ; (2) providei mpif seolati^ ^ ifltmu tl^afe yndtmpf^sifit^ 
in pnvite mrtfte aMi ^mmni preecsra, and ^3) iiivdvti the us€ of 1^ imtru^u^ prioi^y 
iHiptieD to ichjf^e tht adM repriscoWtoaJ Our is a sn4y erf such pubUc tiit^st 
law (PIL) icUvily ill Me imi, ^^tkA--^in p»ttei|l»» the litij^on cf tradilkiial silioeWiMi^ 
fntehanisms based en tanttidD of keal property. It is part of a much Jii^ effort to evduaie 
the social tad ecgnomie o^u^m^ of PIL a^vity and to Mmim this reeeni institytioiial 
innovtfjofi ia a useful suppliBi^t to i^Vfnmicnf In €on%ctinii aUowivMf fkiei£y and disuibutk^y^ 
equity fajlufef irf tlie pnmu far prsfii %mm^.B., whether HL actfvity aetuafly eontribiite^ 
to tN **piJblk interest"'* - " ^ ^ / 

' The paper ii omm^ m tomw%i la ^ II, briefly dKuii thenitu^ of potential inafket 
failures in educatiogi wid the nUooale tor F|L interventidn. Biswhm we have lurveyed puhiie 
fRtfriit law actsviiies in eductfion tlutf mmcend the finm^ issveJ M^ile that survey ^vis 
overview of the acnial and potential role of PIL efforts in educttion, it eo^^s imich underlyii^ 
eompteiity sich as the ynemun nMonah^ Ww^n imciol mmmt {wit^im » losing in court) 
and MaWofjg/ laipleiiiertt^oo of that outMrn (sonsequences of the victory or def^). Ju&jd* 
"vjetory" (or "defeat") does not nfe^iarUy mm thiA the desir^ ahaflgi in behivtor wm (or 

*WiiabrDd is VisitiQg Ppofeisorp Iiiitiftite for Social PoUcy Stydies aiid Economics, Vile 
UiiiviriJty. The aiithon acknowMie ^fuppoft Ji^m the Ford Pounid«tioii'& Pyhik tot^it Law 
Project at the Uiuvirsity of Wiicotiih. Wsf^er is drawn from Lee mi W^sbiod, ''Vmc 
Interest L^w Activities in Mic^n/ * ^pi^ 12, in B. A: y^eiib^, lajgoUabo^on with I. 
F. Handler and N. K. Kcnifsar, PMi^ Immt Imw: An EcQf^mi€ wtd iMtituiional AnslyMiM, 
(Berfcetey : UnjVmity of ^yferni* fte«, 1977, fw^ 

•For a mm eitemuve eiMtattioa of ihm aspMs of what we term ^'public iatemt hw.*' 
^ B. A. Wtisbrod, ^'Con^Wal Fmp^ve on ^ Pubhc lotmt: Aa Ecooomic Analyiis 
Chapter 2 in Weiahrod, m al. ^ ^ . 

*Lee and ^dsbfod« **Pi*Sg Utmat Law Activitiei in EduMkn^*' in W^iferodhi al. * 



^11 not) eccur. In Put III, the main f^ oi iht |»per, we focus on^tte schaol finmt reform 
ifiovffiieiit^ the S^rrmQ fsmtly of Uti^oii, U dettrtniBt i\m effect it hts hid not Pimly in the 
- ^punfoom but iii tlie MtiMd rtih^i^^f public pdicy tpwaNs ^hQo\ fjMngg Thi« liHgatifln 

b^n tbt prc^uct €f upttficaiit iiitmcti«i between gpveniiiieiitil' agencies, PIL and olhtP 
vduntory o^uimtions. It iUuitrates Mil thi stren^i^uid the wealMiW of litigaUcn AM instrufneflit 
for ehafigaln eduWion finince. ; ° 

II r Educatioh and the Educatioi^al Puilk Intere^^thb EiarrENCE of ^vate Mmuet 
^ ' Gov w^Mp^iU. FAiLuutt , . 

Many sDCtd objective can use fuUy be cbiiitfi^ a^ng two diniinsi^i^iefficiengy and equity. ' 
R^all that efficiency refers to tliQ allocatkm oi icgrce resources tn inch a way ii to maxioiiie 
output of godds and lervUe; ^uity r^ei^ to the normatively^sif^ disUi^tipn of. these goods 
! and services and bf the bp^roinitiei i& ipijoy them. This seetioh considers whecher or n&t privM 
markets and goi^emmenti ean be expected io satisfy efficiency and iquity objeciivei in ^ucation. 
To the extent thiey can, there t$ littJt or no ratiensle for PIL tntervenijon. To the ejctent they 
canaot, tbere js at le^t a potential role for PIL effotts. 

Th^ euiy leonofniiU^ Adam Sndth^ Atfred Mafshall, Thonias M althtis in4 l^n Stutil 
Miil-^argu^ that ^ucadon conferi b^efits not onJy to the individuals being, eduomt^ but alio 
to the society at large,^ Contemi^srary ^oniMiijiti^haye ex^nde4on ML y^w* 

Among the vuious eEtemal^enHjts that have been attributed to educatiori are: ^ 

(1) an increase in ta?i revenue; ^ 

(2) a decreaie in welfare costs; - / V 

(3) a decreaie in crime; ^ ' . 
. (4) an increase in ptoiitical pvtkj^tioa; . 

(5) Mi increase in tnter-getieratjonid socjal clais Riobility> ' ^ 

While the vaJue to soci^y of these and oiAhh^ such benefUs has not been shown^ their inapiitudes> 
are often thought to be lignific^t,^ If sonie of the ben^ti of any activity, ti|luding ^ucaiion, 
accrue to persons other than th^e v^hc en^ge in the acttvity, these exterDi]\ffecti (assuming 
they Mt not infra^riiafBini]) can bt expeet^ to lead to sub<^tinikl levels of privite-niarket provision 
of that ^Uvlty. Oovernmeni intervention in such markets, therefore, is warranted on allocative^fft^ 
ciency ^oundi^that is» it is warranted iniof^ as government is able to cotrect or avoid such^ 
faiiures of the private market to aJloamti sufficient resources to the activity that generates the 
external benefits. . . " \ ^ 

Hard quantitative evidence that ^iM^atMn do^inde^ generate siJbstantial externy net beaefits ' 
is diffieult to find. What is quite clear, howe^^ is that govmn^nta] invotvenient in educatian 
^s extensive in the United Stttes, Mmi dementtfy and^ s^ontey schcols as well as iiiaQy'^ 
post^secor^u7 tnstitutiofli are finano^ and operated by government, and many non^pubUc schools , 
are also subfidiied. All schools Ve regukt^l by government, and sclH^d attendance it niandatory 
for ten y ws or more in virtually all siatei, despite this broad governmental involvement, howeveft 
we may itill fail to achieve an efficient aUo^tlon of resources toward education and an ''equitable * ' 
distribution of ttiose reiources among cofiuimen. That is, we may have a restdual market failure^a 
"govemmentaJ failure** to corr^t the shorlaominp of the private market^and as a result there 
is at least a poteiiUaJ role for other in^itutionaj mechuiisms such as PIL. 
^^JSovernmentaj failure may arise for a vitfiety of ^reasons' Crucial among these <i§ the deg^e 
to which various intereit poups are able topvmome vpnization costs so as to bring their collective 
wants, or economic demands, into the decision praesi.. In ^ucation, some collective intereits 

'Elchanan Cohn, Thi Economics of Edsication uLexington, Mass.: D. C. H^th and Company, 
m2), pp; 23^6. - ' 

^See Howifd R. bowen, "Finance and the A^s of American Hi^er Education/' in M, 0. 

s for the Fkdirat Go\f€mffiint (Amtmm College 



Orweg, ed,, Fimncing Hiihtr EdMcatlan: Aiitrmtiv 

THting Propam. 1971); Thi^dore W. Schultz, I n Economic Vaiug of Education (New York: 
Macmillan.' 1969); Lester Thurow, Invtsimmi in Human Capital (Mmont, Calif,: WadsWorth 
Publishing Com^y, Inb/, 1970); Burton A: ^eisbrc 1, ''Education ai^ Investment in Human Capi^, 
ypurml of Poiitkal ficoadmjF, " Supplement, LX No. 5* Pwl 2 (October, 1962), pp. 106-23; 
Burton A. Weisbrod, Exitmal BirupU cf Public pducation: An Economic Ar^/yjii (Princeton, 
. SJ.i Princeton University Press, 1964). 

-For a more extended Hsting, thougli ^ne whick focuses onhigher education, see Howard R. 
Bowen, ''Appendix on the Social Benefits of Higl^r Education,'* in Orweg, Financing Hlghir 
Educaiion, pp. 161-70. 



^bceawly orgMyNd intogrDups (g g., thcrt^chfr Mo^a^ thli Mivogatd'tbim^wflintertsls* 
cfffq^vtly^ Othir o^lkci;^ interistj liich^ as ttcrtain.ell^k of ediieiitional ^iKj^ri jA*- 
pfoo^e^fBi students), are I^i-easily iorianized iottransnjit ihfir wAti 

11 be 

di5€ip3iriary standarfe will resV tn diffeEtnt handle v^^ ^^y-iiiiv^Mt^M^^ja^amL 
^ny cdueatiopal acbvity^evcn oAa that hai imppAaflt eff Jsienc> eohllquenca^i^rtso^ hM i^WiV 
comequfncfs i»the HmmXMi the^tivity^mplics "^cliMn^ng the d^tribn^ of ri^r privikges 
andDpj^tiiniti^.^e^rm of school finance, ferfxawpii; fancies jreatar^uAlizat therefore ^ 

redistnbutt^i of jax - burdens intf sfehool/rc^urce expendtlures. Qrealer fceedo^ Qtohf jtudent 
^ ^resi mjini thai^lhol as trantfeifred (or retfiiiribuieft from the school adminisfratie^WHhe- 
stiidfnii. Gompy^ry buMflg for ra^ ihtetotio bpliei obvibus^redisidbuiiohi of odmH^ 
among^students if^^rcntSfWiUls^^ befiefilrflg; and others being hurt-^at i^asf a^ th^ pcpoeive 
Ihe conseqtfcnces^Tte quistjon rifnains whether rediit fibuiioniof thest kinds ai^.^^^uitabli' '^i e - 
Y^^0}^Tjhmf^mcim:mun gfjhm educ^idn sptem lo ^give tha^diitribuiion of dghis privilfgei 
.354 Pppoftunitl^ %mong,{h€ vaH^s interasttd^riiei. that^he s^iety regards as eSuiiabrf. 
' Oypcipaerti^ assest^'^q^ dTa^Mhai Is rimitablc are ? 

otten^anibiguDys OF nqn-wsicnt. WWIc many ^rsens cite^y^equdity of edugatiortat oppofiunity" 
as beirtg an cquft^^^^jecti ve, there is mo eonsehsus on pracisely ^hat is m^anl by ihat e»pi^ision-^lhat 
^fs,^cther cmBtn^^m changes iii school finihce or ifl schooling of iN retarded, fe> ejjamolei 
arf:aiefliande(U^ thit e^y \ ^ V \ ^ ' ' 

A: itere (neanin^uLconstiBus do€f^^^ it stams (bus. vvith^spict to theHnaquriy^ Ahoor 
^ jS^crimrnatiOn itid of denim], to students or^her-'CcMiititutionfl riihts^e.i.. fFeedoiJ^specch 
und due pfocesi of !a>v. And insofar as an equity failure is aHtgid to rest on such CflKutionaN 
guarantee*|rounds, $ court is ^ suitable corrilctive initituticin and litigation is a siijtablg instruiient 
(whether or not an cpiima^ one) for detJirmiTOng what is equ itable in thelfghLof ihds< constitutional 
and orficr tegaJ guaraflieis. In other sltuaiioni^ hdWever. determination of whaf is ""equitable" 
IS prqbably best made. by ajg|jslativc b^. although its capacity*to do so in a wai lhat mirrors 
mdjviduaJ pref^^nccs is likely to' be limited by repre&enialionaJ inrfgyities * 



THf.%(TiC^VoN Of School Fm AN ^ 

with mmt public iniertsi la>v-typ^ litigation in thfe areLif educalion. school finance litigatjon 
has fteen tlrrpfQduct of interaction tetween governnjentel arfW non^protft oria^izations * Whereas 
public organ iiationi^^OEO legal services and local govf rnnnenis-have often initiated ihe school 
Jinance lawsuits (e.g., Sirrqno and Robinson), PIL and^ther voluntary organiztftions havecontinued 
them and have provided essentiaJ but visible mp pot[_ ger vicn such as fiiing amicus briefs 
organizing sirategy cDnferences. maintaining a cleanntfiouse for Iitiption materials, and funding 
research^and other jnforrflation activities. The school fimncelltigation, to' which we now turn 
iilmtnm a number of the problams, prospects and limitiliorislff PIL legaj activities as ^instruments 
ot Qhange in educatiOfi. School finance is but on» pf^many gollactiva public interest issues in 
cducfliion. however, and it wodld be unrealistic to asiume that the study of efficiency and equity 
tonsequcnces o( PIL efforts concerning this^or any other issua nacessarily generalizes to otfiers ' 
This case study section has the following organization: First, in Part A wa review the litigation 
Itself. In Part B we attempt to identify the actuaJ behavioral outcomes of the litigation, the ways 
in which PIL agtivities have altered the allocation and distribution of resources In education gompared 
with what they wouldhave been jnjhe absence of PIL intervintion. Pinaliy, in Part C. we assess 
the social desirability bf the outcomas) jowf/irby the litigaUon . This organization may be understood 
in the context of thq following simple modelf 

Litigation ' ^ Judicial ^ Schoof Finance ^ =^ Social Goals 

I Decision Reform (eg., (e.g., equity 

^ ' <2) equaJization of (3) and efficiency) 

I ^ ejtpentliture) 

School finance liligikion might bfc judged '^succassfursif ^nd only If the litigation is successful 
at all three siages^i^at is. if and only if ( I) the ^casa is won in the courts. (2) the judicial decision 
leads to change m finance and ex^ndrture methods, anci (3) the change is itself worthwhile in 
coninbuiing to efficiency or equity aspects of sociaJ welfire. Part A considers the first linkage. 

*Thismay imply that the voluntary and public sectors cari be viewed as substitutes in advocacv 
o! the "public intaresi " * 



:^UM ^kti90|»hip^between liti^ion ii^ Its Judicial outconi^, Fi^ B fpcuiei on thi leeond Hnkage, 
the' effect of judieml interventjofi on sctooL f iniAcii^l t,tat C foeusei on the thfrd linkage, the 
extent to whiah finarige refofm satisfies soeiiU obj^tiv^, 

^f^Iv^fllteygh we t^ellcve that t his str uc t ure Is a qseful one, thrpfoee as-tnedel i s too meehmistio ;- 
Litigation can be succesiful in coniributifii to soci^ welfare even if it d^i riGPi lead to a favorable 
judicial outcome; the publicity ass^tit^ with lit^tiM may sensitize v^crs to previously unrecog- 
niz^ pfoblems and lead to le^slative ehanfe which may then CacitiUUe resoiiice'alloeayon changes 
ind diitributiond changes that contribute to achievenient of society 'iefficieney uid equity g^J. 

A, School Finance LmaATiON— A Sumimy 

School districts in the Utiited States have long Upended upon local property t^es for most 
of tAeir funds. Sii^e the assessed valuation varies from diitrict to diitnct, so does the amount 
of money potenti^ly available for eductfion. In tN historic Califcmia coe of Strrano v, Fritst 
(1971), the state judictory held for the^irst time t^ such lo^ property Uut-tesed provision for 
school financing is unconstitutiof^. A series of ^iraflo-like cases quickly swept the country and 

^ precipitate sinular judgeiAents in at least hiif a domi swet. Most of ttae lawsuits were bas^ 
on the ''equal prot^tion" clause of the Pburt^Ath Amemlment to the ^^S, Cpnstitutioh whkh 
reads. ''No State shall . . deny to any person within its jurisdiction^ the equal protection of 

ithe laws/* Since the' states have tb^ ultimate responiibility for school finaiicing^local ^school 
districts being legal creations of thesutes^and since resources for education tfe distribute un^iMdly 
across districts, the arpiment was nuide th&t t>^ states had denied equal prot^tion to the studeQti 
living in the poor districts. 

The U.S^ Supreme Court rejected such reasonii^ in Rodr^uiz v, $m Atuome^ W^iile Rodriquiz 
eflfectively foreclosed * federal-court litiptjon tesfd oh the equal prot^tion clause of tN 14th 
Amendnient of the U^S, Constitution^ Uti^tiM 1^ ccnttni^ in the sl^ coiirti, relying on equal 
protpction iuarant^s within each staie's cOTstitution. SfntuAO, for example, was u^eld by the 
iNaj court on the basis of equal prot^tion proviiidns ^n the /California Ccmstiniticm. Challen^ 
based on state equy protection gumntm are pendli^ iii Or^igon, Washi^on mid Massachusetts, 
Since Rodngiiiz an altemative legal th^ry for ch^len^i^ sehoorfinuieing has emerge. In 
Rabinson CQhiUi\913) the Supreme Court qf'New Jersey struck down a similar financing scheme. 
The rattoaaie for, that decision emeiied from a state co^stifiutionai man^te '-for the maintenance 
and support of a thorough and efficient system of free pidbUc schools^^not froin equal prot^tion, 
a la Sermao. At least fourteen otNr state constituticns have such expUcit juaratees residing 
the educational system.^ A lower state court in Idaho has declared that the Idaho system of school 
fimnce is unconstitutional on the basis of tlQs. latter kind of ^lamnt^. However, a J^D^injois-style 
complaint has b^n dismissed in lilsnois and that Asmissal has b^n affirmed by the Illifms Supreme 
Court. More recentJy (Dmmb^ 27, 1974) a syperior court in Connecticut found that st^'s system 
of school financii^ to be uncon^tution^. 

^ "Public interest'* liti^tion has had muiy successes at stive one, in the courtrdom. We turn 
now to its effects at stage two; what changes have occurred in methods of school finance, 

i 

B. Impact of the LmoAiiON^THe Prosfictc roa BEHAvioaAL Chahqi 

The post^SerTfino record suggests thM ^'signifiwit" ^uaU^Xion of schooling ex^nditures 
has already 'b^n thieved within ^me states. However, these developmeiits cannot be^tribu^ 
exclusively to the litiption. It should not be assumed that there would have b^n no school fmance 
reform without the litigation, for school finance reform had been attrutir^ subitantiid pappori 
even before Serrano. For example, both the President's Cofflmission on School Fiiume and the 
U.S, Office of Eduction*! NatMonal Education Finance Project were estabUshe prior to Sgrrano. 
Thus, as we ar|^ below, the apparent effect of ^he PIL^supported liti^tion Is peater thu its 
actud effect. In many states — but not all^school fin^ce reform appears to have b^n forthcoming 
anyway, either through judicial or lefilative actions, 

Thi impact on Public Opimon ^ 

Since 1969. the Gallup or^nizaiion has conducted an annwd pool of attitudes toward education,* 
M^ile none of the questiMS In the early public surveys explicitly inquired ab^t people's attitudes 

. ^Harold J. Ruvoldt, Jr,, '"Edueatiofial Financif^ in New Jersey: Robimon C^il/ and Beyond," 
Seion Hdl Law Review, V (Pali. 1973), pp. 13- 16. ^ 

* *SUnley M. Elam (e,), The Goiiup FoUs o/Atfiludej Toword £ducalion, 1969-1973, (Blooauiv- 
ton, Ind.: Rii Delta Kappa, 1973), p. 62. 
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towird equiJizing iducaiional "opportuniiy," ttiey did^aik for opinions epnwning increased stati 
tunding^f sghools-^ont of the more popular rtieans of cqumlizfng fxpenditures. The interpreiatjon 
of responfei is not easy. Although inmased state funding, by contrist with Ipcal funding, does 
4jiiply gr e a tefc equality of expendit4i fe#T-wpQfldmu ^ay aetuai l y h a ve bcen -^BOf^^eoftgeraed^ith- 
other consequences^e.g.t property tax relief, bailing out fiscally desperate urban school districts, 
aid to the diMdvantaged, and l^aJ control. In early 1970, a year before Serrano, 54 percent of 
persons in the nationaj population sample favored increased state funding,^ In |97i<, almost a year 
after Sirrano, that figure remained vi^uaJly unchangad, at 55 percent,'^ 

The 1974 Gallup Poll of Public Attitudes ToNvird Education expliciily inquired about paopli's 
opinion on equajizjng expenditures. They were aiked: - - 

At present some public school districts spend less than^ others ^er child in school. Would 
you favor or oppose a constitutional amendment to reduce these differences? 

Fully 66 percent of persons favdred^the amendmgntand 22 percent opposed. It is not clear wheiher 
this finding is comparable to the earlier ones. If it is, it shows^ surge of interest in school finance 
reform. 

^ . V 

^ The Impact on Public Policy , . ^. 

It is certainly too early to asses^the full inipact of school finance litigation on public policy 
in education. It is perhaps even too early t© do lo for the 20-year old Srown decision, much 
less as recent a judiciaJ development as Seirano-type litigation, Newtheless. school finance reform 
activities have been distinguished for the rapidity with which legal action has been translated not 
only into judical decisions (link I), but also into changes in governmental tax and expenditure 
actions Hink 2). 

After Strrano, state legislatures, governori and state deparimenis of education began comniis- 
sioning study groups to explore better ways of financing schools. Within a year of the decision 
on' August 31, 1971, all ^\ one of the 50 states had established at least one major commission 
on school finance, and in some states there wire as many as a dozen siparate study groups. 
At the federal government level the Office of Edugation established a Task Force on School Finance. 
Most of these study groups, including the pre-existing President's Commission on School Finance, 
recommended school financing reforms that would equalize school exEindiUires, and a number 
of states itjbsequently enacted school finance legislation growing out oym Commission's recommen- 
dations. , 

By 1974— onjy three yearsafter Serrano— 12 states" were reported by the Educational Commission 
of the States to ha've enacted ''major" school finance reform. Legislation had the effect of increasing 
th^ state share of public school expenditures from 34 percent to 42 percent in California, from ^ 
^-lo 70 percent in North Dakota, from 29 perceni to 48 percent in Kansas and from 31 percent 
h 51 percent in Colorado. Some other examples of the kinds of changes enacted by the stales 

follow: " 

« " - ■ 

On June 22, 1973, Maine enacted one of ^e most significani school equalization, 
reform acts ever to become law in this Nation. The law enlitled "An Act Equalizing 
the FinanciaJ Support of School Units,** will substantially equalize expenditures for public r 
and debt service. J 

Maryland 

With the enactment of SB 807, the 1973 Maryland legislatHre modified the State 
aid formula. The changes Were based largely on the recommendations of the Governor's ■ 
J Task i orce on Financing Public Eduealion, The State agreed to fully equalize a program 

^/did..p. 75. 

'«/feid.. p. 143. ^ , . 

"The 12 states enacting "major'^chool finance reforms were California, Colorado, Florida, 
Kansas. Michigans Montana. Utah, Maine, Illinois, New Mexiro. Virginia and Wisconsin. States " 
enacting lesser school finance reforms were Iowa, Keniucky, Maryland, Minnesota, Oklahoma, , 
and Washington. {School Finance at a Glance^ a chart prepared by Lucil% Musmano, Denver, 
Colorado: Education Commission of the States, 1974). 

'^Alan C. Stauffer, Summary of I973 School Fmance Chafes (Denver: Education Commission 
of the States* l?73), p"8 . 



requiriflg an ikptnditure «f $610 pfr pupil (formtrly $450 per pupil). The iUtt slio 
igrtcd to pay $5% (formerly 4$%) of the iwewidf of sueh a progmm with the 
diitiict ihifi varyinf in retatton to wtalth.^ . - 

Michigm ——————— 

An tinportarit ntw school fjnanef law^ Act 10! of 197% ^ai en^tad jn MIchipn 
In Auguii 1973. Under this new law Miehigdn has abandonel its Streyer-Hfiid formula 
for the djitributjon of education aid and has moved to a guaranteed yield plan knowns 
as the Equai Yield Plan. ^ 

Starting with the 1973-74~SQhool year, Michigan will guarantee a millap yield of * 
$38 per pupil per mill for the fii^t 22 mills levied by local ichool diatiicti! This guarantee ' 
will rise by the 1975-76 year to $40 per ^upil ^r mill on mil local school millage with 
no miiiiniunii limit on which the yield guaimntee applies.-^ ' ' ' . 

More recently^and most drainatieally--the New Jersey legislature, in direct response to the 
Robimm nandate, en^ted its first income tax. It ^ised a two percent tax on perions earning 
less than "$20,000 >e( yw and a 15 percent tax on those earning nnore. The tax will provide 
SI74 millaeii tefund the first year of the new sehool fin^ee ptauir $481 nullion for the lecondr 
iMd4570 million for the third, 

We cmnot assess quantitatively the extent to which iuch chuges have bmught about ^ater 
equalitttion of expenditUFei within states; it is likely » however, that they are a li^ificant step 
in that direction. Neither can we reliably extrapolate to future educatiofi-finance devalopments, 
except perhaps in^^Wyominsand California where luch ehanps are still mandated by the Judiciary. 
C^fornia has been given until 1980 to come up with a cQnititutional school finance itnicture. 

^ Along with the example of states in which litigation appears to have h^ both judicial and 
legislative effects, there have been cases that have produced no legislative change, at least so 
far . In Oregon, f u IM 100 percent) state f urMing of ichoolinf-rone finance mechanism that is consistent 
with ^iraRO^wai approved by the legislature but decisively rejected by the voters.in a statewide 
referenduni, SchooMlnan^e reform w'as sifnilarly blacked by the voters in Washington. Wyoming 
voters rejected an amendment to the state- constitution that would have lubstituted a. statewide 
property tax for the local property tax that currently pays for education. 

The ActuQl tmpact of the Litigation ? 

The '^production" of school finance reform--*as with other lociml reform processei^ — is likely 
to involve i number of inputs. PIL has been one input, but there have been others, Including 
such non-law inputs as research, interest group organizing, and ififprmation disseininaiion. Each 
of these inputs interacts with the others and with pre-cxistii^ and evolving attitudes. Di^riminating 
the partial effects, of each input is difficult, at the least, and may even be impossibte if there 
is jclntness of inputs. To see the difficulties, consider the following: 

L In the years immediately preening Serrano theie was ^idespreid public support for greiitiir 
equality in educition. In a survey of CalifSrnia citizens in IW, four yeari before the Serrano 
liiigation, 13 percent fell it important to provide as much money to poor school diitricts Is -rich 
school diitricts spend. In 1969. 56 percent favored Increased state funding, while only 28 percent 
opposed it.'- in early 1971, 61 percent of school superintendents in California faycw^d equflteation 
per fiupit expenditurfs while only 21 percent op^ed It.'* The organized intei^st ti^up^ that 
U|ually favc^ schc^l reforjp and those that usually o^se it both fivered equalization, §0 percent 
and 77 perc^t respectively. '^Furthermore, 67 percent hi legislators anticipaiedmajor school finance 
reform in the next five ycari.^ AU of these polls antedati Serrano. Such altltu^s in Califdmia 
suggest that school finance reform would have been achieved even without Mrrano. 

These findings can be misleading, however, for a variety of reasons: (H "Hie survey questions 
do not probe the intensity of preferences; (2) peoples* true prefereifces may not be the ones tljey v 

'*/Wd.,p. 9. 

'*/Wd..pp, 9^10. » 
*^MMcflMoR Dai/y, IX. No. 134 (July 12, 1976), p 

'*A, Meltsner, 0. Kast, J. Kramer and R, Nakamura, PoiiticQl Femibility of Reform tn School 
Financing, the Case of Caiifamia (New York: Praeger, l?73), p 2 

'^/feiU.p. 17. ' ' " ' 

'■fWd.. p. 52, ■ , . * , 

'Vdid.. p. 188. . ^ , - ■ ' 

»(did., p. 103. JO 
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ciipreiied; and (3) instinitidnal rj^ditlei in govemnfent may prevent the reforms demandid from 
bting £ani€d out, Wi do n&L wish to a^e thai the sehool finafice latiption hai been ineffeciimJ^nly 
that It ^^i not tN only jmportant input to the production si school finance reform. 
^^ .^^Z^i^m^^^^m^ mmik ifes c^tributed to ihe process of sc hool finan cg^reform. Anfong 
iHtse othtr lnputi were researchrdisiemi ration of inforfnatj^, and activttifs of poiitical {eaders, 
a,; H^mreh ^ i k 

In Minimoti^tef onn - *was cleirly iwl simply a response to*judici^ man^te. The drive 
teward r#fMin with a study of tax policy and edition finMce by the Citizeni' League; 
. Uhe studyvrtiiQfnmi^ed full lUte aiiumption of |dumiona] expenditurfs 'long before*' a 
V court d^isiM (Vtfa Dyjam^ ' X T ^ ^ 

Con/rfirfie#i»Di'if tm jnafipfi of Infofmtktlon ^^^"^ 
In same iUtps, lepslaton were apparently influenced by informatiori conveyed at 
nnee|inp. In noHda, for Example, ''Key lepslatofs . . . trmced their inieresi and understanding 
of icho6l Tinan^ iprobtemi back to conf erencei convened by the National Commiltea for 
the SuppM of Public Schools held in 1he mid< 1960s. In Maine . , several . . state 
Q^ficials had b^n wired into nation^ reform networks lhrou|^ attendance at conferences 
^ % coQViqiid by;;:^ l\93^^m)^ Edudaiion Pinaiice Proj^t and the Edu^on Commission of the 
- . StaieK"*", ^ '-^ 

'^qUtiM Liadm ^ ' 

If rffomi lei^blation ii to be emted» a central role forikey politiaU leaders can be expect^. 
'^Whjle the governrori in Califomia md Minnesota spearheMied the campaipi for financf revision. 
jnOhflost oili^ states influential levilators {md their supporting staff)» ^ucatjon committ^ 
chianiiea, sfR^eri^^of the house, and 'lenate m^srity leiders prov^ to have provided the 
- . leadenhip."^ . . 

it jpio bws flAentionif^ that Nevada passed major equalization legislation' in 1967, and Delaware 
did the lam in 1969. ' 

T^e partial effect ^ liiigation and the resulting Judicial action is much clearer in New Jersey. 
In that itate the Robimon liU^tion wa$ critical to the enactment of a state income tax to fund 
^ at more equitable school finance scheme. The New jersey Supreme Court had mandated reform 
by December 1974. but a legislative stalemate prompted the court to abandon its deadline.^ The 
goun finally nilfd, on May 13. 1976, that it woald close the schools and ban any state expendicure 
for edli^tion after July I unless the legislaturf passed a tax package to fund a more equitable 
finance scheme. The legislature did not, and (he court kept its promise. The schools did not reo|^n 
unUt July 12, after the ifgiilatUTt^ bvely passed the state's first iiKome tax for the puipose of 
funding the schools. It seems reas6nably cleur that the tax would not have ^ssed without Rob\nson^%\ 
least not at that time, . " 

C. The ?a^mM. EQCiryg asd Allocaiive Efficiekicy Consequences of ^hool Finance Repomi 

In this section we considef the economic implications of tbe school fimmce litipition—link 
3 in the proceii deicriM at the begiiuiiiv of Section HL What are the probable consequencei 
^ icbaol-finaiice lit^pit^ in terms of {\) income distributional equity, and (2) allocative efficiency, 
assuniing ttet the litipoion is successful in the courts. ^ 

Because of stmt^c considerations, the outcomes sought by litiption were never explicity 
reveled A wide ytHety of school finance p^kages Qould, for example, satisfy the Semito^ri tenon 
of ^'wealth neutmiity^" Nevertheless, the following appear to have been the intermediate objectives: 
(I) EquiJiiaiiofi of per pupil expenditure pn schooling (after adjusting for cost differences); (2) 
'ieveling up^brif^i^ ^r pupil expenditures of low^ spending distncts up to the level in high^spendjng 
districts, ^ese gods imply m increase in agpe^e educational expenditure mther than simply 
i rediitribytion of cumnt ex^nditu^. 1^ question we pose is, if these two intermediate objectives 
were ichieved, to whit extent would^y contribute to tN social g^s of equity and efficiency? - 

Income Distrib^tonat Equity 

By 'Mncome distributional equity" we mean the e^itarian income distributional norm that 
motivates puUic pr^mms such as fo^ stamps and l^g^ M for the pcmr. 'If per pupil schM] 

^'Joel S. Berke. Answirs to Iniquity) An Analysis of thi New School Finance (Berkeley: 
McCutchen Publishing Corp. 1974), p. 119. 
. ^'^Ibid , p. 12J= 
^^md., p. 123. 

^^ ^^EduciUion Daily, IX, No. \U (July 12, 1976). pp. U2. 
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^ expenditures were equalized as the sghool finance reform liiigalion sought, Ihat would ieem to 
\ conlribute, virtually by definition, to a more eg^itarian itidomc distribution, Sch^l finanef reform 
: definitely woyld have a positive ''equity" effeat (assuming that such reform did not trigger adverse 
adjuitments in other taxes or expenditures^an assumption that is qutstionabit since an inst^ase 
in aggregBte expenditures on education would necessitate some adjustment). 

Nevertheless, school finance reform mi^t well not be considered a major egalitarian thrust. 
As Christopher Jencks, et al., note, "i(n) a country where the top tifth of all families receive 
80O to lOOO percent more income than the bottom fifth, the fact that children from those same 
families attend schools whose expenditures differ by only 20 percent seems Jike a triumph of 
egalitarianism/*^ Furthermore, to the extent that the increase in total schooling expenditure would 
be financed by property taxes— which tend to N regressive— the equalilii^ effect of expenditures 
may be sotnewhat offset. ^ 

Allocative Efficiincy 

By allocative efficiency we mean the desirability, in a benefit cost sense, of an increased 
level and altered distribution of eduAtional expenditures. Education ii a form of investment in 
human capital. We can inquire, therefore, into the effect of education expenditures on the productivity 
of human capital.^** A succession of major studies have found that the benefits of sehooUng do 
not vary significantly with expenditures. The Coleman report, for example, on the massive HEW 
study of educational equality— Equo/if> of Educationai Oppo^y rtify^concludes that: 

Differences in school facilities and curriculum, which are the major variables by which 
attempts are made to* improve schools, a^ so little related to differences in achievement 
levels of students that, with few exceptions, their effects fail to appear in a survey 
of this magnitude.^ 

A Rand Corporation report prepared for the President's Commission on School Finance surveys 
the social science and educational research literature and concludes that: 

Increasmg etcpenditures on tisditional educational pilfcticei is not likely to improve 
educational outcomes substantim^^ 

The President's Commission on School Finance estiniated that the additional cost of equalizing 
expenditures at Hie 90th percentile in all states in 1970-71 would have been fiven billion dollars— about 
19 percent of total state and local school expenditures at that time. But if the studies just cited 
are approximately correct and the benefits from such investment are negligible, then to increase 
and to equafize expenditures would entail an unproductive use of almost seven billion dollars per 
year. It is therefore not surprising that at least three social sciehtists^Daniel Moynihan* Thomas 
Ribich and Herbert J. Klesling^have concluded that upward equalizatiori of schooling ej^penditures 
is not efficient. The present statc-of-the art does not permit a definite evaluation, however, since 
other sti^ies support the op^site conclusion, 

Lewis J. Perl* analyzed Project Talent data and concluded that educational outputs can be 

-^Christopher Jencks, et al., !niquaUty^ A Reassissement of the Effect of Family and Schmling 
in Amencfl (New York; Harper Colophon Books, 1973), p. 21. * 

^**We can, also inquire into other hypothesized effects of education ^-e gM on "intelligent" 
voting and on 'good citizenship," as well as on other forms of benefits that may be external 
to the studeni-parent unit. The question of whether the current level or distributioft of school 
expenditures is inefficient, considering the optimal provision of external benefits (and external 
costs, if there are any), is another relevant, but exceedingly difficult question to ans^r, ' * 

'^'James S. Coleman, et al * Equaiity of EduQation^ Opportunity (New York: Ramlom Houif 
1972), p. 310. . \ ) 

-*Har.vey Averch. et al. , How Effective is Schooling ? A Cnticai Review and Synthesis of Findings 
TSanta Monica. The Rand Corporation, l?72), p. 155. 

^^Sce Daniel P Moynihan, ' Equalizing Education: In Whose Benefit?" The Public i merest, 
'XXIX (Fall, 1972), pp. 69=^; Thomas I. Ribich, The Problem of Equid Opportunity: A Review 
Article," Jnumal of Human Resounes, Vll (1972), pp, 518=526; and Herbert J. Kiesling. The 
Value to Society of Integrated Education and Compensatory Education." Georgetown Law JoumaL 
LXI (March. 1973k pp. 857=878. 

-"Lewis J. Perl. "Family Background, Secondary School Expenditure and Student Ability,*' 
Jaurnai of HuMan Resources, Vlll. No. 2 (1973). pp. 156^180. ^ 
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in€r«ii€dby im:rpuin« scti^l cxpendituff i . Anita A, Summers and lirbam NWolfe ^ ilso fwrid 
i siffijfi^tAt Knfc betweri iciwi resources an^ e^ucalion quaJiiy, And a study by G^rge E 
Johnion and Frwk p. |iaffoH, reliiitii irtdjviduil iarning^ to schwling ejipenditures, re^rtgd 

T^ie litiinaM margirBa] rates cf nturrl to schcol quality are "found to be considerafcly ^ 
higtarthantfHcorrespondini nttsof rftum 

Th€ stud) sug^ti tile desirability of incrtased educational qiJalii^ in school districts 
with bwerp^rpupilcJtierrfiiui^ssoisioaqualiiet^^ retumto j/earsandanriuaJ txpenditure 
per pupiW 

Tlif Johr»3on^Siafferd risuJtiiftipiy tl^t th^ rate of return to the seven bilji^^ dollmr equalising 
•nvfsimeril wmM be at lent 12 pereent. Mytn if the social r^te of discount were as high is 
ID percent, ihm present valiJe of this lewen Wllion dollir investment would be one^ind-a-hslf times 
that amount,^ or SIO.S billien=-a net bemefii of3.5biJlion dollafi. At a fiv^ percent rate of disgount 
thepreserit vaJue ef iMinveitrtieni would b« $28 bilJion, ind the net benefit %*ouJdbeS2I billicn 
^teither diK^m nie the invesimefit *^ould be efficient. ' 

Kowevcr one Weighs the icorinictini eiwpirici^ studiei ^f ajlocative efficiency of educalifin, 
I til impOTtifif ID rufiai that tAe ccflcepi opf "etftciencK" that is being measured is limited. Ave 
are n«i eomfident, f c^emimpple, tHii the relgvifit edwcaEionU outconiei are beii^ adeq uitel j monitored 
in ajtistir^ evaluaiftn research. Most ^studiei relate ichcolini eJspenditLwes to achievement test 
. results, partieuiirly in Teadini Uie maihcmitici. and ihey do not explore m relationship of th^se 
expcnditu#f$ i« the "hiihet" fcrms of c^itive acliievemcfii, ot \a achievenient in other ffelds 
of lewninBjor to aon^^piiiivi cytecmea such as self worth. hurJianity, cifiEenahip wd coftimurmity 
leadefihip. Hmy meh charicteriitics are vadued by indj viduals and by society but are net fully 
rewarded Ijy tJielafcof rtirkci ^ 

There ii s-ome evidenoe that eq ualiailiom of icboolirtg e^pendiiures is iDcially efficient even 
if "qiiiJity" 0* adticition— broadly def ined--doei not v^ary with eitpenditure. TTie Galluf Pi^lli 
Ai*iudei Toward Mueation f ouiiid, in I?73, that only percent of persons in a nat^ sample 
irou^l tliiii ifiGreaimg the per pupil e^ipenditure from Sm to 51.200 v^ould I^ve^gh effect 
acliievetneni." yet thai 6« percent fivored , iJbeii in i?74. m coiiititntiortal aweSmeiit to reduce 
differences in per pupil expenditures " this suuests that i Urge fraetior of the populaiion-^n 
tne order of Z7 perceiit" value schcoling e^pendituri f^r s^ma reason ^ther than its effect m 
ccfnifive achiei^ement. 

IV Ciih*<ii*3JUM 

. urtdirsLaij and evtfune the con^q^tmrn^ ihm te^icnt scheol finmce 

iifiptjon^a^ase study of the effect of one type of institution, PIL, wd one type of insmmeiit 
of sociiJ elianpe, UiiptJcfl. The ighool fiMiice arei wouW appear to be an e*ceU?nt subject fcr 
such an issessifitRt, The lehool fiiianQe re^^ eff&rts, the Sen^no and rented liiigguioti /ha^e 
received irmuch attesition; ihey have beep widely reported and the p^ligy implications have b^n " 
reswchid byMiiIiiaost uncoftntaAlertum^rof scl^Ui^.Ofiem^^^ unusuij avulibility 

of resource m»tenaJ wc^uld pemait a more saiisfaGtory aMJysis than is feasible for PIL activiUes 
in lucli other areas as environmental pfeserv»Uon, comiurrtcr infonnaticn or eniplo^ment dtacrimM* 

^Mnit» A. Sunimeri and iartim L, ^olfe, ''Equ^ity cf Edy&iiionJ Opi^uriity Qu^^fi^ 
/^mductioB Function Approach, " F^eraj Reserve hmi of Philadelphia. WpartAwte^seirehi 



' ^Gmr^ JofiBsc** aiid Funk P. Staf ford. "Sociwi Returns to QuanUty and OaUty of 
ScHoDlJng,' h^ml ef f^ummRmiour^is^ mt/HaA <!?73), p. IS3. 

f._J'^^^^'^ p. l39.Cliaf|eiR. WnA and Edward C. RyUedge have gorfoborated the Jolinion^Stafford 
fin^n^ uiiffi dlitnel wide school expenditures. their ' "Social Returns ic Quaitity and Q^it^ 

i2T^^^^ Furfher $mmm§mr Jouml &lHgMmaw\Resoii^a. X (^Vlnter 1915). pp. l%^n. 
This f ip« is deri'vcd by tikif^ the 2 percent interest differerttial bet vveeri s ! 2 percent 
rate of return and a 10 perceiil rate of discou Jit and treati*^ the investment as a reverse annuity 
which accrues evenly over a 40^yM >vorkifii lif eiiirte. Although the distnbytjon of earnings through 
tinae IS not unifc»fi!i (eveii ) our eitiRate is still »pproxinaately correci 

"Staniey E\mM {^X «P cii, p, 62 . 

^'Qillup.G^rie H,^ "Si«h Ann^M Cillirp Poll of pufclic AtUtudes Toward Education" Phi 
Drirfl Kflpp^fl, ^ptewber 1974, p. 26. ^ , 
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naiion = *-' Nevertheless, our findings are quite liffliied. 

It is much too early^cven to befin assessjrig the long run or ultiinate impact of school finance 
Iftigation. Even the short run impact, ^however, is uncertain. Whereas the PIL efforts seem to 
have precipriaied major school fmance reform, there is at least some evidence that such d^yelopmentss 
were fortKcommi anyway^ — although perhaps ^ not ^uite so ^uicfely. The disturbirtg fact renmins 
thai ^ociaJ science research does not yet permit a rehable assess me ni of either iht efficiSicy 
Of equity consequences of school finatice refurm. Perhaps time and future studies ^vill eventually 
produce professional consensus on whether or noi the 'quality" o( schooling depends upon the 
expenditure level, and on whether or not earnings and other diiriensions of well-being depend 
upon the quaJify of sch^ling. But such consensus is not yet present Moreover, we remain some 
distance from being able to isolate the partial effect of one insututiun's mputs. e^.'. PIl , from 
the effects of other Inputs to the pft>ce^i of social change ^ 

Despite the difficulty of evaluation, vve judge that, school finance iiiigaiiuiK t»j vvhigh PIL, 
efforts have contributad substantially, has haj a noteworthy direct and rndireci effect (aJbeit not 
one ihal cm be easily quanlifiedj in at Icdbl a few Elates, mgluding Cajifornia and New Jersey. 
And even if the school finance iHigstiyn were uliirnately judged to have failed in the sense of 
having no direct effect on legislative or admi nisirative behavior lei done on the level or the 
dii^tributioii of income and wealih, it niay still have succeeded in an indirect but no less puieni 
manrier, by focusing public attention on educAlionaJ quality and access to H lu raise irnporiani 
Muestion^ IS iL!belf of vaJue. even if (he answers are nut imnieUiatdy clea^i ^ > 

Refofm of educaiion finante is likcl> iu luvulve a piulungcd and ti_j?*iJ) ^^dmpdi^ii ui which 
PIL litigation is but one instriJrTien i Fducalion nsucb because they are otten of bread social 
significance, wark seldom if ever be iesolved b) judiLiaJ confroritaUOi. alun^ Aa Itie tconoiniw, 
social, and politicaJ procc'Ss of education finance reforrn continues li relevani to recall that 
as recently as 1974 &6 pcrwerii of- Arnericans appeared lu favur a i Oiiitiluiiunal amendment to 
reduce differences in p^r pupil cxpcridiiuies I?ii^ aftti all ha^ Ijcen a niaiti goal of the PJI 
school finance litigdUon 

^ ^ KJi At\&l y%C^ ut t|.>^,,. ^i^U ..iU^i ^. ^u.^ 1.^ r, tiu li iJi£... . I'll ^•.ii^ay VV ud , 
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